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2nd Session Vote No. 278 Page S-10696 Tem Record
BANKRUPTCY REFORM/Minimum Wage Hike
SUBJECT: Consumer Bankruptcy Reform Act . . . S. 1301. Lott motion to table the Kennedy amendment No. 3540
to the Grassley/Hatch substitute amendment No. 3559 to the committee substitute.
ACTION: MOTION TO TABLE AGREED TO, 55-44
SYNOPSIS:  As reported with a substitute amendment, S. 1301, the Consumer BagykReform Act, will enact reforms

to prevent creditors who have the meanpaying their debts from yuastly filin g for bankrytcy, and will enact

reforms toprotect consumers from unfair cregdiactices.

The Grasslg/Hatch substitute amendment would retain the ugoheylsubstitute amendmengsovisions and would add
provisions relatig to business bankptcies.

The Kennedy amendmentvould increase the minimum geby $1per hour over ears. The minimum vge would be $5.65
per hour bginning Januay 1, 1999 and $6.1per hour bginning Januay 1, 2000.

Debate was limitedybunanimous consent. After debate, Senator Lott moved to table the amendment.\Gtremalfavorig
the motion to tablemposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

Argument 1:

The Kenneg amendment to increase the minimungavas economicafl unsound, sociatlcruel, andolitically opportunistic.
The basic economjaroblem is that thgovernment cannot dictate how mucpeaticular worker's labor is worth. If an eydevel,

unskilled worker does not have the skills, work habits, or kn@glededed to hgaid the minimum wge or more, then that eptr
level worker is nogoing to be hired. A business that assumes costs thgtester than itprofits does not stain business for vgr

(See other side)

YEAS (55) NAYS (44) NOT VOTING (1)
Republicans Democrats Republicans Democrats Republicans Democrats
(53 or 96%) (2 or 5%) (2 or 4%) (42 or 95%) 0) 1)
Abraham Hutchinson Graham D'Amato Akaka Kennedy Glenn?
Allard Hutchison Hollings Specter Baucus Kerrey
Ashcroft Inhofe Biden Kerry
Bennett Jeffords Bingaman Kohl
Bond Kempthorne Boxer Landrieu
Brownback Kyl Breaux Lautenberg
Burns Lott Bryan Leahy
Campbell Lugar Bumpers Levin
Chafee Mack Byrd Lieberman
Coats McCain Cleland Mikulski
Cochran McConnell Conrad Moseley-Braun
Collins Murkowski Daschle Moynihan
Coverdell Nickles Dodd Murray
Craig Roberts Dorgan Reed
DeWine Roth Durbin Reid
Domenici Santorum Feingold Robb .
Enzi Sessions Feinstein Rockefeller EXPLA.N.ATION. OF ABSENCE:
Faircloth Shelby Ford Sarbanes 1—Official Business
Frist Smith, Bob Harkin Torricelli 2—Necessarily Absent
Gorton Smith, Gordon Inouye Wellstone 3—lliness
Gramm Snowe Johnson Wyden 4—Other
Grams Stevens
Grassley Thomas SYMBOLS:
Gregg Thompson AY—Announced Yea
Hagel Thurmond AN—AnNnounced Nay
Hatch Warner .
Helms PY—Pa[red Yea
PN—~Paired Nay
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long. If the onl economic chage is an increase in the minimumgeg the ypical ways for a business to ngsnd include raisig
prices, cuttig backproduction, and eliminatmentiy-leveljobs. Former Senator and Democratiesidential candidate Gegar
McGovern, when he was in the Senate, had an extydimelal votirg record and alwgs stromgly favored increasmthe minimum
wage. After he retired, thagh, he became a small business owner and found out thatofnlails liberal theories are disastrous in
practice. In talkig about the minimum vgee, he had the followmto sg: "Unfortunatey, mary entry-leveljobs are beigphased
out as erployment costgrow faster thaiproductivity. In that situation, eployers argoressured to pace maginal enployees with
self-service or automation or to eliminate the serviceyetter . . . ". Thogh it is difficult to get economists togaee on awpthing,
threequarters of the 22,000 members of the American Economic Associafiea that minimum wge hikes reducgob
opportunities for low-skilled workers. In 1981, then-President Carter's commission on the miningarfowad that everi10-
percent increase resulted in a diggmgment effect of 100,000 to 300,0ftbs. Two of President Clinton's owppeintees to the
Federal Reserve Board have said that 'firireary consguence of the minimum vge law is not an increase in the income of the
least skilled workers, but a restriction on theipyment gportunities."

Some Senators are yampressed that total goloyment in the United States hgene p in the last Z/ears at the same time
as the minimum wge has climbed. We remind them thakreat deal has Ippened economicallin the last 3ears besides the rise
in the minimum wge, which is a relativglminor chage considerig that ony a smallpercentge of workirg Americans ar@aid
that wage. Republican Coigresses, with Democrats kickjmnd screamimall the wa, forced throgh huge family tax cuts and
balanced the buygt, and the also insisted on enactjrsmall business tax reforms at the same time that the minimgmnwas
passed. We Reiblicans do not take all the credit; most of our Democratic gpléssadeservpraise for votilg with us to reppoint
the current Federal Reserve Chairman, who has done an adiulabfenanging the mong syply, and we add that jartisan
sypport for goen trade has also fueled econogrimwth. In 1978 and 1989, when there were not favorable economic conditions to
offset the harmful effects of minimum gaincreases, such increases causee plunges in employment for unskilledsouth.
Frankly, we do not know of gneconomist who would make the bizarre claim that ngpdarployerspay higher wages for unskilled
workers will encourge them to hire more workenget that is exaclthe claim that some of our liberal colieees are advanain

Other Members maaccet that somgobs will be lost, but believe that it is an agtedle tradeoff to dghsome unskilled
workersjobs, keping them on welfare, as Igras the regjet apay raise. We think that a Ige reason thehave that pinion is that
they see the minimum vge as goermanent wge. The realit is that in most cases itjigst an eny-level wage. Studies have
consistentl shown thapay rises raidly for enty-level workers. For instance, a 1992 studthe Industrial Relations and Labor
Review found that 6Bercent of minimum wge hires were earnjyan averge of 20percent more within Year; another stycby
Professor Maaherson at Florida State Univeysfound an aveige houry increase within Year of 43percent. The minimum vee
is the bottom rug of the economic ladder. Once onpgaple movequickly up. Raisirg the wage just eliminates the bottom rgn
and keps somepeqole fromgetting started.

The worst effects of raigithe minimum wge are social. Thpele that the wge is intended to helare low-income families,
but mostpegle who receive the minimum \ga are not heads of households. About 12 mifiegple earn less than $6.p8r hour,
and about 6 milliopeagole earn the minimum vgg. More than half angourg (under 24), sigle, and childless; more than half live
in homes with incomes over $25,000; fewer than one-fourth live in households with incomes below $12 it Sdhat most
of the beneficiaries of the minimum geare nopoor workirg families. In fact, numerous studies have shown that such families
are diproportionatey harmed g thejob losses that come from increases in the minimugewrst, may well-off yourg pele,
in high school and in col@g, are enticed to enter tfab market when wges increase. Thaool of gplicants rises, and because
theseyourg peqple oftenpossesgreater skills than workgpoor parents, thg get thejobs. White, suburbanite kidetjobs, and
the unemloyment rates for sigie mothers, blacks, and hpenics rise.

Right now, to Democrats' dispathe Americarpegple arepaying agreat deal of attention to President Clinton's horrendous
behavior, and to evidence that indicates he committed felqagary, obstruction ofustice, and subornation pérjury) to hide
his behavior from a court that was hegrinsexual harassment cagaiast him. Mag Democrats would like to divert America's
attention from that soyrspectacle. Chaging the tgic to another matter of interest, like the minimungejanght acconplish that
end. Thogh raisirg the minimum wge does not make sense economycalhd thogh it has unacqeable social results, it is wer
popular with the Americapegle. Some Democrats manderstand how foolish and wigit is to raise the minimum wge; others
may genuiney believe that it is good idea. Thgall know, thogh, that it is golitically popular idea that thecan talk about instead
of focusirg on the President's behavior.

We are not about to vote for a dagimey proposaljust because it igolitically popular. Enpowerment zones, flex-time, tax
creditsjob trainirg, and similar measures that can bgeated to hgd working families are advocated/lRepublicans. Thankfuil,
Democrats and Reablicans are ingreement on a few of those areas, such as in the recent effort to consolidate and refogm trainin
programs. We uge our Democratic collgaes toquit playing political games with issues like the minimumgea and tgoin us
in passiny measures that replhelp the workirg poor.

Argument 2:



Page 3 of 3

SEPTEMBER 22, 1998 VOTE NO. 278

Though we have log sypported increases in the minimum gea we have alwgs understood that there is a danofpushirg
things too far too fast, therglrausiig more harm thagood. As @ponents of the minimum vga have alwgs pointed out, there
are cleay economic costs for gutoyers; if there were not, there would be no reason nogisldée a $50, $500, or $1,006r hour
minimum wage and make evgone wealtly. Obviousy there would be massive unplmyment and economic chaos if we took
matters to an extreme. We believe, tifgLat a reasonable level a minimunge/a ngative effects on the econgras a whole are
less than itpositive effects for low-income workers. We are tagkabout a ver small sgment of the workforce when we are
talking about minimum wge workers--we are willigto drag down the econoyna little in order to lift p those workers. If wput
too laige a drg on the econom thowgh, we will serioust harm those workersylcausing inflation and hjh unenployment rates.
Our fear is that the Kenngédimendment would have that effect. We are cugrémtihe seconglear of a vey large increase in the
minimum wage. Ordinariy, after lage increases in the minimum g& businesses aga/en 4years to §ears to agist to the hgher
costs. In this instance, the Kengeaimendment is demandianother lage increase, which taken with the last increase would result
in a total rise of 4%ercent injust 4years. We have vellittle anal/sisyet of the effects of the current increasapraving the
Kenned amendment at thjmint would therefore be reckless. We further note that our gosavho ppose the minimum vge
are rght to conplain that it ispoorly targeted to thospeqle who need it most. It endg hurting thosepele with the fewest skills
and least flexible workmhours. Wypically, higher income tgh school kids benefit, and minorities and women who gyposting
children end p with higher unemloyment rates. The truth is that thegple that we all want to hplthe most are low-income
families with children. Such families, in fact, are recegvinore hgb now than thg ever have in histgr Our collegues sg that
the real value of the minimum wawas at itgreatest in 1968, when in real terms it reached $7.33. However, the Earned Incorr
Credit (EIC) did not exist in 1968. Toglaa family of three on the minimum wga gets $3,756 in EIC aid, bging its income p
to $14,468. It is true it would have had gy higher income in 1968, but it also would have pagtoll and income tax liabilities
that would not be eliminated/lthe EIC. Thus, thpegple who most need hehre alreag receivirg a record-tgh level of hegb, and,
though we would like tajive even more assistance, the case has not been made that ip¢heasiimimum wge at this time will
help need families more than it will hurt them. Therefore, we mugipsut the motion to table.

Those opposinghe motion to table contended:

The Americarpeqle strormgly sypport increasig the minimum wge. Unfortunatst, mary Members are convinced, gés all
the evidence to the contyarthat raisiig it will harm the economand cospoor peqole theirjobs. For that reason, thare willing
to deprive poor workirg Americans the ght to make a livig wage. Right now, a famy of three that works full-time for the
minimum wage ispaid only $10,600er year, which is below the officigovert line and is not enag to sypport a famil. In mary
cases, minimum vge earnerglet two or thregobsjust to make ends meet.

Between World War Il and 1970 there were seven increases in the minimgen TWepse increases had broaghabiisan
sypport. During thoseyears the econoyrgrew, and real income in alintilesgrew. From the 1970s on it has become more difficult
to enact increases in the minimumgeaand durig thoseyears thayap between rich angoor Americans hagrown tremendousgl
Still, some increases have been won, andgikgious increases tiidave not caused preconomigroblems. For instance, the
minimum wage was raisedyb90 centger hour over the lastygars, and durimthat time the econoyrhas roared ahead, adglin
900,000 newobs. Our collegues can offer anecdotal evidencgddf losses, but clegrthe econom as a whole has not suffered.

Lastyear, Senatorgave themselves a cost-of-ligiincrease that came to $1.5€r hour. All we are ask@is that thg give a
$1per hour increase to tlmorest of workig Americans, who make less than one-tenth theystilat Senators receive. Wegar
our collegues not to table the Kennedmendment.



